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Nursing Facilities 


p a r e n to r  "home office o p e r a t i o n s ;  ( 6 )  p a t i e n ts e r v i c e  

c h a r g es c h e d u l e s ;  ( 7 )  c o n t r a c t sp e r t a i n i n gt o  t h e  

pu rchase  of g o o d so rs e r v i c e s ;  ( 8 )  a l la c c o u n t i n gb o o k s  

o f  o r i g i n a l  e n t r y  k e p t  i n  s u f f i c i e n t  d e t a i l  t o  show 

s o u r c ea n dr e a s o nf o ra l le x p e n d i t u r e sa n dp a y m e n t s ;  

( 9 )  a l l  o t h e ra c c o u n t i n gb o o k s ;  ( 1 0 )  F e d e r a la n dS t a t e  

income t a xr e t u r n s ;  (11) F e d e r a lw i t h h o l d i n ga n d  S t a t e  

Unemployment r e t u r n s ;  and ( 1 2 )  a l l  f i n a n c i a ls t a t e m e n t s  

r e g a r d l e s sw h e t h e rp r e p a r e d  by t h e  f a c i l i t y  o r  by an 

o u t s i d ef i r m .  

All of t h e s er e c o r d ss h a l lb e  made a v a i l a b l e  f o r  exami

n a t i o n  a t  t h e  f a c i l i t y ,  or  a t  some o t h e rl o c a t i o n  w i t h i n  

theCommonwealth, when r e q u e s t e d  by t h eC a b i n e t .  Rea

sonab le  time s h a l l  b e  g i v e n  t o  o u t - o f - s t a t e  home o f f i c e s  

t o  make t h er e c o r d sa v a i l a b l ew i t h i nt h ec o m m o n w e a l t h  
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Nursing facilities 


3 20 . apportionment OF allowable COSTS 

A .  	 C o n s i s t e n t  with prevailing practices where third-party 

organizations pay for health care ona cost basis, 

reimbursement under the Program involves a determination 

of (1) each provider's allowable costs of producing 

services, and (2) an apportionment of these costs 

between this Program and other payors 

Cost apportionment isthe process of recasting the data 

derived from the accountsordinarily kept by a provider 

to identify costs of the various types of services 
- _  

rendered. It is the determination of these costs by 


the allocation of direct costsand proration of indirect 


costs. 


The objectiveof this apportionment is to ensure, to 

the extent reasonably possible, that the Program's 

share of a provider's total allowable costs are equal 

t o  the Program's share of the provider's total services, 

subject t o  Program limitations on payments so as not to 

pay for inefficiencies and to provide a financial 

incentive for providers to achieve cost efficiencies. 
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N u r s i n g  facilities 

A p r o v i d e r ' s  costs s h a l l  be a p p o r t i o n e du s i n gt h ec o s t  

appor t ionmen tme thodsof  t h e  N u r s i n g  F a c i l i t i e s  A n n u a l  

C o s tR e p o r t .  

R. 	 I f  t h ep r o v i d e r  i s  unable  t o  u s et h er e q u i r e dc o s t  

appor t ionmen tme thods  when it f i r s t  p a r t i c i p a t e s  i n  t h e  

Program, it may a p p l y  t o  t h e  P r o g r a mf o rp e r m i s s i o nt o  

use some o t h e r  a c c e p t a b l e  method which would a c c u r a t e l y  

i d e n t i f yc o s t sb yd e p a r t m e n t s  o r  cen ters  andappro

p r i a t e l y  s e g r e g a t e  r o u t i n e  a n d  a n c i l l a r y  c o s t s .  
-~ 
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nursing facilities 

R E P O R T I N G  

The P r o g r a mr e q u i r e se a c hN u r s i n gF a c i l i t y  t o  submi t  

a n  a n n u a lr e p o r t  of i t s  o p e r a t i o n s .T h er e p o r ts h a l l  be 

f i l e d  f o r  t h e  f i s c a l  year  u s e db yt h ep r o v i d e ru n l e s s  

o the rwiseapprovedbytheProgram.  

R .  	 Amended c o s t  r e p o r t s  ( t o  r e v i s ec o s tr e p o r ti n f o r m a t i o n  

which has b e e np r e v i o u s l ys u b m i t t e db y  a p r o v i d e r )  may 

be p e r m i t t e d  o r  r e q u i r e da sd e t e r m i n e db y  t h e  Program. 

C.  	 The c o s t  r e p o r ts h a l lb e  d u ew i t h i ns i x t y  ( 6 0 )  days
-~ 

a f t e r  t h e  p r o v i d e r ’ s  f i s c a l  y e a r  e n d s .  

D. 	 H o s p i t a l - b a s e da n ds w i n gb e dp r o v i d e r  cos t  r e p o r t s  s h a l l  

b ed u en i n e t y  ( 9 0 )  d a y sa f t e rt h ep r o v i d e r ’ sf i s c a l  

y e a re n d s .  

E .  	 P r o v i d e r s  may reques t  i n  w r i t i n g  a t h i r t y  ( 3 0 )  day  

e x t e n s i o n .T h er e q u e s ts h a l le x p l a i n  i n  d e t a i l  why t h e  

e x t e n s i o n  i s  n e c e s s a r y .T h e r es h a l lb en oa u t o m a t i c  

e x t e n s i o n  of  time f o r  t h e  f i l i n g  o f  t h e  cost  r e p o r t .  

A f t e rt h ee x t e n s i o np e r i o dh a se l a p s e d ,t h eP r o g r a m  

shall s u s p e n da l lp a y m e n t s  t o  t h e  p r o v i d e r  u n t i l  an 

a c c e p t a b l ec o s tr e p o r t  i s  r e c e i v e d .  
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Kentucky Medical AssistanceProgram

Cost Principles Nursing Facilities 


F. 	 Newly participating providers not having a cost report 


on file containingtwelve months of actual datain the 


fiscal year shall submit
a partial year costreport. 


Upon entry into the program, the provider shall
inform 


the Department of the
period ending date for the initial 


cost reportingperiod. 


G. 	 A provider which voluntarily or involuntarily ceases to 

participate in the Program or experiences a change of 

ownership shallfile a cost report for thatperiod under 


beginning with the first day
the program not included in 


a previous cost reporting period and ending with the 


effective dateof termination of its provider agreement. 


The report shall be due within forty-five
( 4 5 )  days of 

the effective dateof termination of the provider 

agreement. 

H. 	 If a new owner's fiscal yearend is less than six months 

from the date of the change of ownership, Schedules A, 

D - 5  and E as well asthe ancillary portion of Schedule F 

shall be required to befiled at the end of the fiscal 


year. The rate paid to the new owner shall bethe old 


owner's rate and shall remainin effect untila rate is 


again determined fora new universal rateyear. 
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N u r s i n g  facilities 

I. 	 I f  a p r o v i d e rw i s h e s  to c h a n g e  i t s  f i s c a l  year approval 

shall be s e c u r e d  i n  advance from t h eD e p a r t m e n t  prior t o  

the s t a r t  of t h e  f o u r t h  q u a r t e r  o f  t h e  o r i g i n a l  re

porting p e r i o d .  I f  a p r o v i d e r  has changed i t s  f i s c a l  

yea rand  does n o t  h a v et w e l v em o n t h si n  i t s  most  recent  

f i s c a ly e a r ,  t h ep r o v i d e r  s h a l l  f i l e  a cos t  r e p o r t  f o r  

i t s  new f i s c a ly e a ra n di n c l u d et w e l v em o n t h s  of  d a t a ,  

i . e . ,  t h ep r o v i d e rs h o u l d  use a l l  m o n t h si n c l u d e di n  

t h e i r  n e w  f i s c a l  y e a r  p l u s  a d d i t i o n a l  m o n t h s  from t h e  

p r i o r  f i s c a l  year  t o  c o n s t r u c t  a t w e l v em o n t hr e p o r t .  
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Kentucky Medical A s s i s t a n c e  P r o g r a m  

C o s t  P r i n c i p l e s  N u r s i n g  F a c i l i t i e s  


3 5 0 .  B A S I S  OF ASSETS 

A .  	 PRINCIPLE.  U n l e s s  otherwise s ta ted  i n  t h i s  manual or 

s t a t e d  i n  a p r o v i s i o n  of Health Insu ranceManua l  1 5 ,  

which i s  r e f e r e n c e d  b y  t h i s  m a n u a l  d i r e c t l y  o r  i n 

d i r e c t l y ,  t h e  basis o fa n  asset s h a l l  be t h e  p u r c h a s e  

p r i c e  of t h a t  asset  p a i db y  t h e  c u r r e n t  o w n e r .  

B. REVALUATION UPON CHANGES I N  OWNERSHIP. I f  there i s  a 

c h a n g ei no w n e r s h i p ,  t h e  P r o g r a ms h a l l  t r e a t  t h e  g a i n  o r  

l o s s  o n  t h e  sa le  of a n  asset  i n  a c c o r d a n c e  w i t h  one of 

t h e - f o l l o w i n g  methods ( d e p e n d e n to nt h e  da te  of t h e  

t r a n s a c t i o n )  f o r  p u r p o s e s  of d e t e r m i n i n g  a p u r c h a s e r ' s  

a l l o w a b l e  bas i s  i n  r e l a t i o n  t o  d e p r e c i a t i o na n d  i n t e re s t  

cos ts .  

1. For c h a n g e s  of o w n e r s h i po c c u r r i n gp r i o rt o  

J u l y  18, 1984, o r  i f  a ne n f o r c e a b l ea g r e e m e n tf o r  a 

c h a n g e  o fo w n e r s h i p  was e n t e r e d  i n t o  p r i o r  t o  

J u l y  18, 1984, t h ef o l l o w i n gm e t h o d o l o g ya p p l i e s :  

a .  	 T h ea c t u a lg a i no nt h e  sale o f  t h e  f a c i l i t y  

s h a l l  be d e t e r m i n e d .G a i ns h a l l  be d e f i n e d  a s  

a n ya m o u n ti ne x c e s so ft h e  se l le r ' s  depre 

c i a t ed  basis  a t  t h e  time of t h e  sale  as com

p u t e du n d e rt h eP r o g r a mp o l i c i e s .  The v a l u e  of 
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Kentucky Medical Assistance Program

Principles Cost Nursing Facilities 


goodshall included in the purchase priceshall 


not be considered part of the gain for 


purposes of determining the purchaser's cost 


basis. 


b. 	 two-thirds (2/3) of one percent of the gain 


for each month of ownership since the date of 


acquisition of the facility by the seller shall 


be added to the seller's depreciated basis to 


determine the purchaser's allowable basis. 


-~ 	This method recognizes a graduated proportion of 

the gain on thesale of a facility which shall 

be added to the seller's depreciated basis for 

computation of the purchaser's allowable basis. 

This allowsfull consideration of such gain by 

the end of 12 1/2years. 

2. 	 For changes of ownership occurring on or after 

July 18, 1984,the allowable basis for depreciation 

for the purchaser shall be the lesser of: 1) the 

allowable basis of the seller, at the time ofthe 

purchase by the seller, less any depreciation 
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Attachment 4.19-D, exhibit B 
Department for Medicaid Services 
Cost principles Nursing Facilities 

allowed to the seller in prior periods; plus the cost of any 
-

improvement madeby seller, lessthe depreciation allowed to 

the seller on those improvements, at the time of closing, or 2) 

the actual purchase price. 

3. 	 a. For changes of ownership occurring on or after October 1, 

1985, the Department shall allow an increase in the 

valuation of capital assets. 

- _  

b. 	 The allowable increase, as measured from the date of 

acquisition by the seller to the dateof change of 

ownership, shall not be more than the lesser of the 

following: 
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Attachment 4.19-D, Exhibit B 
Department for MedicaidServices 
Cost Principles 

(1) 

(2) 

TN NO.94-22 

Nursing Facilities 

One-half (1/2) of the percentage increase (as 

measured over the same period of time, or if 

necessary, as extrapolated retrospectively by the 

Secretary, United States Department of Health and 

Human Services) in the Dodge Construction Systems 

Costs for Nursing Homes, applied in the aggregate 

with respect to those facilities which have 

undergone a change of ownership during thefiscal 

year; or 

One-half (1/2) of the percentage increase (as 

measured over the same period of time) in the 

Consumer Price Index for All Urban Consumers 

(United States city average). 
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